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^'Dnis of the woet pirofoutud end veil documented development^ elnce World 
Way II hee b#en th« growth of multlnatlonel corporations as (global businesa 

enterprises <|«voted to the production and distribution of th«lr products on 

■ -t ■ . . 

a world ncale. The expansion and operation of otiltlnatlonal corporations how- 
ever yas end la only possible In the context of an International ayatein of 
comninlc«tlon4i dttvotwl to j^helr needa* Aci Warren Ja Keegan polnta out In hla 
atudy of International markatloe *\ multinational corporationa cou]^d nok 
axiat in thair praaant form without an ^fcctenalva tranaportation and telecom- . 
Qunicationa network* The Improvament and expanalon of the technological 
capabilitiea will allov even further extenalon and growth of multinational 
enterpriaea/' (14, pg, $A8) 

However these, global enterpriaea not only wuat create world ayatema de- 
voted to their informational or production need^^but they muat likewiao 
create world ayates^ devoted to the marketing of their producta, Multinatix>nal 
advertialng and multinational advertiaing agenciea repreaent a ifcw form of 
communication ayatem that ia aa important to multinational corporations aa 
the computer and the aatellite. Yet advertiaing ia Hatihct from other forma 
of communication neceasary to multinational corporationa in that it ia a form 
of maaa communication which meaaurea ita aucceaa by the' extent to which it 
can change the conauroption patterns of large number a of people. Ita channela 
are the maaa m4)dia and ita effects go far beyond ita function of aalea promo- 
ftion. .Thia paper will eicamine the recent growth of multinati6nal advertising 
agenciea in an attempt to def in|! some of the .character iatica of their expan-- 
alon* More important however, aa advertiaing has often^eeh cited a* one of 
the major factors in the lAaerican dominance of mass comiumlcations in the - 
developing vorld» this paper will further examine the growth and some of the 



chttraot*rl«tlc9 mod con««K|uence8 of nmltlnatloivoil adVArtlclng «gencl«9 In an 
Impor^iint region of the developing vorld, Latin Ametlce* 

. While American advertlelnR agencies bad aet up offices in other countrlae 
aa early aa 1899 > previous to 1960 overseas advertising ag^cy activity was 
characterlBed by a sloW rate of expansion limited to a small number of American 

r 

baoed multinational agencies. The decade of the 1960'9, however, witnessed 
phenonenal .growth In the overseas advertising business, A study of fifteen 
large American multinational agencies '(35) showed^ J:hat in the forty-five year 
period 1915-1959 these agencies opened or acquired a total of fifty overseas 
branch offices. In the fallowing twelve year period 1960-1971 a total of two 
hundred ac¥l ten overseas branch offices were opened or acquired p a four--fold 
Increase In the number of foreign offices. According t0;one estimate (20, 
pg. 56), In 1960 Anerflian multinational agencies had billings outside the 
United States and Canada of $380 million. By 1970 multlnatlonAl agency billing 
outside the United Spates totaled $1..8 billion and comprised 16% of the total 
billings of American advertising agencies (10.1 bullion), ^ By 1977 foreign 
billings had Increased to $5.8 bllMon, comprising 30% of American agency^ 
total billings ($19.4 billion). Gross Income from overseas advertising busl- 
ness totaled $755.8 mllllbn, comprising 26% of the total gross Income 
($2.9 billion) for all agencies y/l977. Among the ten largest American 
agencies, foreign billings in that year Accounted foir 49% ($A.2 billion) of 
their combined total billings ($8.5 billion) and foreign gross Income account^ 
for 50% ($^27.1 million) of the combined gross Income ($1.3 billion) of thes« 
ten agencies. Thus today, particularly for the larger multinational agencies, 
the fol:€^gn' advertising is as important* 1^ not^more important as the domestic. 
, The major mptive behind the international expansion of American Agencies 

- \ 

was the need to service cotporate clients who themselves we^e expanding 



ovfr»#a«. . Tvo of the largadt U,S. agencies, J, Walter Thorapoon 'and HfcCano- 
Brlckj^on had large overseas networks as early as the 1920' s with offices In 
Burope, India and Latin America* Their foreign operations wer« nmlnly oriented 
to provldtttg advertlalng service to their respective clients Cetera 1 Motors and 
Esse, both early examples of multinational corporations. However up until the 
1960'« an agency* s decision to expand overseas was motivated largely by what 
could be called defensive reasons « When a domestic client started to expand 
ov^ersaas, the agency was faced with the alternatives of either dllovlng a 
local agency overseas to handle the account (an option both the agency and 
dJLlent usually found unacceptable) > allowing an* American agency that already 
had an International network to handle the account, or oper^lng or acquiring an 
overseas branch ^.^ Initially when multinational clients were the exception 
rather than the rule> the second alternative was the most common practice; but 
with Che Increasing Importance of the overseas market to th^^ client, allowing 
\ another agency to handle a client's International business became a risk, A 
good example of the dangers Involved was Illustrated when the D*Arcy agency 
which' handtld fche advertising for Coca-Cola was unable to provide advertising 
service to Coca-^Cola's overseal^ branches • The client turned to the McCann- 
Erlckson agency to handle it<i|^ International business. However It was not long 
before Coca-Cola dropped D'Arcy al together > glvlrtg McCanh-Erlckson both Its 
international and domestic advertising account (29). 

While defensive motivations characterized multinational agency expansion 
before 1960, the vast growth of multinational agencies during the 1960*s was 
characterised more by offensive motivations (35). By the early 1960*8 the^ 
vast post-war growth In domestic advertising volaimiB hkd begun to taper off 
and while the United States remained (and will remain Into the indefinite 
future) the world leader In terms of advertising dollars spent > total 



adv«rtlaing volume would grow at approximately the same rate &4 the Croaa 
'Natilonal Product, Thus" for many agenclea dviring the I960' a the proapecta and 
growth rataa abroad, fueled by the development of new foreign conaurter markets » 
became very atj^ctlv«. By going overseas, not only could agencies service 
their domestic clients who themselves were going multinational, but they could 
also compete for the foreign accounts of other American-based {^ultlnatloipfcal 
firms and for the advertising accounts of local foreign firms. In addition 
to the attraction of greater growth, there was also the attraction of higher 
profits. Overseaa the salaries of advertising staff In the 1960's were as 
much as 70% lower than In the United States and the demand for crophlstlcated * 
fringe services such as marked research, package design and th^ like were not 
aa great. Average agency profits during the 1960*8 were often twice of what 
they were In the United States (29, 18). Setting \ip offices overseaa had the 
further attraction of freeing an agency from a total dependency on the level'' 
of performance of the American economy as a whole* During the 1970 receosiob 
^ domestic advertising billings declined one percent while the foreign bllllni^e 
of multinational agencies incr^eased thirteen percent • The combined total 

' I ■ 

dDmeatlc billings In 1970 of the ten largest multinational ag^cle» declli^'ed 

i , 

$103.4 million from the previous year while their combined foreign billings 

increased $272.3 million (12). / 

'/ 

In expfl^nding overseas multinational agencies utilized one of four dif fer-^ 
^1 / 
ent strategies: either an agency started a foreign office from scratch J ac- 

quired an existing foreign agency » accjuired or merged with another agendy 

that already had a network of foreign branches » or acquired either a ma||ority 

or minority Interest In an existing foreign agency* Very large miiltinatlonaX 

agencies like J. Walter Thompson and McCann-Erlckson who were well estibllahed 

overseas before wferld War II traditionally established ^heir ^^^Ign offices 
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froBj tcratch* a atr^tftgy that h»<i the advantage of giving the home j^lce 
gr«At«r control and fr6«dotQ In bringing in thoir own people and creating an 

V 

Agency tailored to the needa of the. home office, or^ In short, allowing the - 
agency to develop their "ovn type of operation" which vould give their whCle 
foreign network greater uniformity in quality -and expertise. The disadvantage 
of this method was that it took about five y^ara for the foreign branch office 
to becone profitable and full Investment coate were usually not fully re--, 
covered until after eight years (20, pg. 60). Qther large agencies such as 
Ted Bates which went International In the early 1960'8 tended to acquire 
hundrM percent ownership in existing^ Individual foreign agencies. The advan- 
tage of this method was. that the multinational agency was In a position to 
acquire an ongolhg, presumably profitable, enterprise with an already existing 
list of clients to which the multinational agency could add their own. The 
disadvantage of this strategy, however, was that the multinational agen< 



usually acquired a staff with local advertising perspectives, techniques and 
habits that may not have been appropriate to the needs of the head office. A - 
third mapner for acquiring overseas branches was for a large Amerlaan agency 
to either acquire or merge with an already existing multinational agency. For 
example in 196A the American agency Ogllvy, Bensen 6. Mather merged with a 
British agency that had offices in Europe and Canada to form Ogllvy & Mather 
International. Leo Burnett, the Chicago-based agency, bought the tventy-one 
foreign offices of^ the London Press Exchange ^In 1969, making It the. world's 
sixth largest agei^cy. In a similar move that same year, SSC&B Inc. bought a 
forty-nine percent Interest In Lintas, the Ldndon-based agency that had 
twenty-six, of flees around the world. Generally these three strategies for 
expansion were costly, r^uiring a large Initial Investment, .In order to 
finance these types of large scale expansion, a number of; agencies had to go 

; ■ 
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public, BolUng shares of stock In order to raise the necessary capital. Among 
thoGc agencies that have gone public are J, Walter Thompson, Doyls Dane Dembach, 
Grey Advertising, Ogllvy & Mather International, Foote, Cone & BelUlng aitd the 
Interpublic Group of <:bmpanie8 (the holding company of MclJf^nn-Erlckson) , all 
agencies with large Internet Itonal networks. ^ 

Tbe fourth method of acqulrlhg a foreign office was to buy an Interest In 
an existing firm, a. course of action that Involved less Initial Investment re- 
quired with the other three strategies of expansion, ^^lle partial Interest 
In an existing foreign agency gave the multinational agency the capability of 
servicing an International client (which was often the Initial reason for thlf 
type of acquisition). It also meant a' smaller amount of control. There was, 
however, a tendency once a multinational agency had partial Interest to in- 
crease its Interest towards total ownership (35). 

Along with the financial and organizational Issues Involved In International 

• ' V 

c:'p„:.r:lon, multinational agencies were also face^ with numerous problems stein- 

ri'r.G f-ron operating In different cultural environments. One of the major 
problo-r facing multinational agencies was the l^sue of the use of Interna- 
tionally stcndardlzed advertising campaigns for products that were marketed 
internationally versus developing advertising campaigns specifically for each 
nor ten -xl market (7, 8, 9, 10, 22, 23). The attraction of International stand- 
ciulzod advertising ^o multinational agencies Is obvious. In utlllslngtH 
8' />ndar.ilzcd campaign, an agency would save on the cost of not having to develop 
a (^iffetcnt campaign for each national Aarket* Equally Impoi^tant, a successful 
lntcrn>itlonal campaign creates an International identification ^r the product. 
It bacor.es something that is "knowri throughout the world," The very successful 
"Put a Tiger in your Tank" campaign for the gasolipe prodjucts of Esso is 
perht'ps the most notable ekample of how a standardized advertising campaign 
could create an Image for a product that spanned numerous cultures. 



f 

The argument for ^international atandardlzcd advertising wae^ baaed on the 

aaeumptlon that cultural differences among nations were not aa significant as 

the siml^rities and that consumers and potential consumers throufihout the 

world shared the badic goals and desivee to which standardltedf advertising 

could appeal. As noted In the mlkl-1960*'a by one proponent of standardiMtd 

advertlain|{ Arthur C. Fatt, then head of Grey advertising, ^ 

'*The key word is * universal.* A campaign suitable for « 
international use must promote a product of universal 
appeals But what are universal appeals? 

4 

"Most people everywhere, from Argentina to tAnzlbar, 
want a better way of life for themselves and for their ^ 
families* Thejp^n tensity of this aspiration ^ries not 
^ only with the country but with the epfecific segment of 
a, country* 

J **The desire to be Weautlful Is universal. Such appeals 

as *mottier and child/ * freedom from pain,' 'glow of 
health, • knows no boundaries. ^ 

^ '^In a sense the^ young women in Tokyo ai)d the young -women 

in Begrlln J|re sisters not only 'under the skin,* but on 
their skin ahd their lips and fingernails, and even in 
their hairstyles. If they could, the girls of Moscow 
would fo|.lov suit: and some of them. do.5f"TiO, pg. 61) 

However there are numerous examples of standardized campaigns th^t failed 

r 

A multinational agency passed on to this Italian branch office an advertising 
campaign that centered around the splendours of ancient ?lome only to find that 
such an a]f>peal evoked memories of Mussolini and the whole campaign failed (18) 
And while those in the head offices of multinational agencies tend to^ be more 
optimistic about standardised adverti^slng, research conducted on the use of 
stundnrdieed advertising by multinational agencies (7, 8, 23) genei'ally shew 
that branch managers of multinatloi^l agencies, those confronted with the 
actual process of producing ads for specific countries, will more or leas use 

r » 

whatever they feel will work in a particular market. Much of the material 
emanating from the home office is rewritten, redrawn or completely s<;irapped' 
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and r»don« In order to fit the chnrocter of the local market. However thla 
ohould not auggest that myltlnat tonal advertising is produced In such a manner 
that It perfectly coTOpflwnents dr reflQcJa the culture of the society In which 
it la used. While, moat of the bVanch manapere do not support the concept of 
standardized advertising In its extreme form, the great majority do feel that 
V'baslc appeals" such as beauty, health, family,. the good life, etc. can be 
sifccesafully utilized in number of Iflfferent markets (7). Furthermore It 
should bo noted that advertising Is trying to persuade people to buy produots 
that In themselves have culAural coi^notatlons . As these "basic appeals" are 
translated into specific advertisements they usually reflect an American 

» 

version of such desires: "beauty" is translated into buying Lady Clalrol 
shampoo, "health" is translated Into buying a fancy packaged box- of Kellogg 's 
dry cereal, and so on- 

A lack of "cultural fit" with regards to advertising la probably moat 
noticeable In non-Western lesser developed countries. A study of advertising 
content Iji the Philippines In which nine cultural parameters such as male-, 
female -rolea, social class, racial Images, etc, were defined and compared to 
the corresponding images In advertising content concluded that "...the adver- 
tising portrayalfs Is almost wholly the antithesis of the actual culture." (19) 
As could be expected the findings showed that the cultural content of the ' 
Philippine prlnt-med^ advertising reflected more Western notions of the de- 
, fined cultural parameters. Thus even when advertising managers profess to be 
truly sensitive to a local culture, the entire institution of international 
advertising, the products which it sells and its basic consumeriet message 
act against the creation of a complementary image of the society in which 
it operates. 

3-0 



Aj0 with any rapid econotnlc expnnslon^^-^^ments of Inefficiency and bad 
judgments are rampant. While the 1960*8 were characterized by large number 
of American aganclea makl^ig the decision to expand overseas, the decade of 
the 1970*8 Is a period o^ consolidation and retrenchment, ^ille the combined 

r 
r 

y<iarly blllinge of mult irrational agencies continued to Increase, many of the 

\ 

4 

smaller multinational agefiiclcs with perhaps two or three offices dverseas 

withdrew from the foreign m'ar^cet due to the fact that in order to be a success*-: 

ful multinational, an agency needs offices in almost ^11 of the Important 

countries of Europe, Latin America, and the Far East^ a requirement that all 

but the largest multinationals are prepared to meet. In 1970 Advert lainfi Afte 

listed fifty-eight agencies that had international billings; by 1977 that 

number ^ad dropped to thirty-six • The very large multinationals like J- Walter 

Thompson and McCann-^Erlckson will remain and continue to grow. Owing to further 

I* 

consolidation and mergers, advertising industry representatives forecast that (18) 
there will be as f ewv as eight large multinational agencies handling the inter- 
national accounts of multinational clients. While that projection may perhaps 
be extreme, it nevertheless points up the fact multinational agencies will 
continue to grow as an important form of int^national mass communication. 

While the bulk of multinational advertising activity is located \^ in the 
developed courttrle8--68% of thfe combined total foreign income of the top three 
multinational agencies in 1977 were ftom their Speratlons in Western Europp, 
Japan, and Canada- multinational agencies conduct a substantial amount of 
buslne^d in the developing countries of the world. I^ile in the Western ' 
countries and Japan multinational advertising operates within the context of 

n already existing consumer sofciety with high living standards and levels of 
consumer speeding and with economic and political stability relatively assured. 
In developing countries multinational agencies face an entirely different set 
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of problems associated with low levels of consumer spending, unequal income 
distribution and economic and political Instability. Moreover the social, 
economic, and political consequences ancj effects of multinational advertising, 
a very modern aiJ sophisticated form of mass persuasion^ are far different 
than what they are in the developed countries. An examination of the growth 
of multinational advertising in Latin America and a consideration of the 
problems aixi consequences involved with agency growth and activity in that 

/ - ■ 

ryfegion would serve to illustrate some of the issues associated with multi-- 
national advertising and developing countries. 

Historically Latin America has been a very important area of North Amierl- 
% 

can economic activity and investment- As early as 1870 North American companieB 
had Invested both money and skill at one time or another in every Latin Ameri- 
can country (4, pg* 7)* l^lle in 1880 the book value of direct North American 

investment amounted to approximately $100 million, by 1897 this amount had 

-."^ 

tripled and by 191A It had grown to $1,7 billion, making the United States 

the largest foreign investor in Latin America after Great Britain ($3,7 billion) 

(32, pg. 14). The bulk of American Investment was in extractive industries 

such as raining (43.5%X and oil ^10%) with other large Investments in agrl^ 

culture (18. 7Z) and railroads (13^7%)* Prior to V/orld War I the majority of 

these investments ,wep4 In Mexico and Cuba^ however the War restricted the"' 

flow of European Investment capital Into 'the region, thus providing an oppor- 

tunlty for North American businesses and capital to gjreqtly enlarge the scope 

and extent^ of their Investments. By 1929 the United States held 40% ($3.5 billion) 

of all\orelgn Investment in tatln America, a figure which accounted for approxi-- ^ 

mately 41% of tofal North American world wide Investmenti* (4, pg. 10), Like-- 

wise In filling the void left by European Investors during the War, the-, locus 

of new North Amerlcah Investment shli^ed from Central America and the Caribbean * 



to Colombia, V«nezuela and South Amerlc^ in Ren^ral. v The Depression on^l 
World War II temporarily halted the expansion of U.S. Investment, but the 
decades after Wor^d War tl saw a tremendous upsurge with total value of, U.S. 
direct investment growing from $3.1 billion in 1946 to $8.2 billion in 1961 
and by 1970 to $li.3 billion (36, pg. 252). Along with- this grox/th tKero was 
shift in inv^fstment patterns, with much of the new capital going into invest- 
ments in the rtanufacturing sector. In 1945 U.S. investments in Latin American 
manufacturing accounted for approximately 14% of North American investment in 
the region. By 1966 the manufacturing sector held 31% of all V.St Investments 
(36, p. 255). By 197> with U.S. investments totaling $18.7 billion, invest- 
ments in the manufacturing sector totaled $9.3 billion or 50% of total U.S. 
investment in the region (33, pg. 28). 

The significant aspect of this brief overview of North American economic 
activity in Latin America is the manner In which the shift in the nature of 
U-S. Investments and economic activity reflect the chaijiglng needs and nature 
of the U.S. economic system as a whole,. Prior fo World War I major North 
American Investments were in agriculture, raining and oil, reflecting the need 
on the part of North America for rav materials and agricultural goods* After 
World War II manufacturing Investment began to become Important, reflecting 
the need on the part of American business for new markets and outlets for 
profitable capital investments- The rise of multinational corporations after 
World War H was a response both to the need for even greater investment 
opportunities plus the ne<Kl to produc^e and market consumer and Industrial 
goods as the major form of economic enterprise. ^ ^ 

As the nature of North American activity an<J investment changed, so also 
did the communication heeds 9^ American and other foreign interests in Latin 
America. During the period when raw material extraction and agricultural 
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production vtjre the major forms of f orelgn*buolneo8 enterprise' In Latin America, 
a significant portion of foreign Investments were In railroads, railroads that 
were built to ser^e the need^ of foreign capital by linking the major mining 
and agricultural production sites to poi t facilities. One of^ the earliest 
uses of radio In Latin America was the radio link built by the United Fruit 
Company between Costa Rica and PanaVna, With the rise of multinational cor- 
porations engaged In manufacturing and'lharketlng activities In Latin Am^rlcist, ' 
the need qulpkly arose for one of the major necessary communication complements 
or such activities, advertising* 

Just as there was a tremendous rise In American based multinational In- 
vestments In th^ manufacturing sector In the 1960's, there wefs likewise a 
vast Increase In the Investments and billings of multinational advertising 
agencies. Table 1^ based on information from Advtertlslng Age's annuajL survey 
of foreign advertising agencies, summarizes the Increaae both in billings and 
in the nurbor of offices established by American mult irrational advertising 
agencies in Lrftin American countries (only the first office opened In each 
country is counted). In 1960 there were eighteen offices of multinational 
agencies with total billing of approximately $19 million. These figures 
for the most part represent the presence of the J. Walter Thompson and MqCann- 
Erickson agencies, both of which h^d^stablished offices ih Latin America 
before World War II. By 1970 there were a total of sixty-nine multinational 
agency offices with total billings of , approximately $257^5 million^ a thirteen 
and a half times increase since I960, By 1977 total multinational agency 
billings had increased to $ A62 ./T^m^iiJl^fn , an approximately 80% increase over 
1970 while the nutnber of officoc had declined to flfty--six, thus representing 
I ' the continual growth of agency billings and the consolidation that was ^ 

^ occurrittg among some offices. Although multinational agencies were active 
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In every Hispanic country of Inr^,, A . 

^ n.ry u, In Am„ue. axc.pt Paraguay, th. bulk of ch«ir 

.oe,l u»„ ^e.lc„„ ™uui„.„.p„, ;„u„«. 

multinational agenclos the bulk of the bllUnc« 

^ cne biiunge wa« concentrated in the larger 
agencies. Although there wer#» f<fi-^« . . 

were fifteen multinational agencies operatlnp. in 

latin Wica in 1977, the five larpeet J Wal^.r tk. 

rnest J. Walter Thompson, ^^cCann-Erlckson 

evo l„«e.e agencies UeUer TH™pao„ a„a ..cCann-Erlokson together ac- 
count, .o. .0. t.e to.tal .uune^an. 3„ ^He toea.- .Lo^e .at.„ 
A««>rlcao muUtnatlonal agenclea. ^ 

-While the ove„U .UU„,e oe ^encan multinational agenclee In lat,„ 
-e-ca Have ateaaily t..ou«H tHe yeara) tHe MlUn^a o. l„.i.,<,„3l 

coun.rl„ ao„etl«a .ave experience. perloa« o. decline. ,^lle tHla la 
. -eraUy aue to aevaluatlona o. tHe local currency <3ucK ,a In ,.e.lco In 

W.1CH reauce the .ollar amount o. the repore^a MlUn.a. ot.er factor, 
o^ten Play an Important role In t.e significant fluctuation of Multinational 
.S.ncy Hlll„«3. Por e.»ple 1„ „e.lco tW eu^aiaiary of t.e .ultlnatlon,! 
.Se^cy HeeaKa™ Harper ana 3teera. Ho.ero „eeaHa. s.... .aa MUl„,a of .0 . 

in i„, , ^^^^^^^^^^^ ^ ^^^^^^^ 

"ho haa earlier ™er.ea Hla o« agency „ltK .eeaHa» to for™ the au.Maiary » 
-isnea ana again aet up Ma ^ a.ency. t..l„« „itH Hi. fro. Neea.a. aU of 
th. .ay executives .„a 75. of t.e aubslaiary-a Mlli„«3, Pacaa wltB thla 
situation Needham cloaea apvn Ita Mexican, office (21), < 

onen -^ore Important H„„ever- are the economic ana political conaitlona of ■ 
- varlou, countrl. .IcH affect tHe local aavertlalng .ualnea^. <„a^le 
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mult Inatlonal agency bllllnga during the All*»ndo goverwnent In Chile declln«K! 
drnttlcally from $9 million in 1970 to $.4 million in 1976. Du« to the un- 
favorable political and economic environment, the countries two largast aultl- 
national agencies McCann Erl^kaon and J. Walter Thompson (whose combined 1970 
blltlnga totaled $7.1 million) closed 'their Chilean offices . In 1975 after the 
military coup replaced Allende, J. Walter Thompson opened its Chilfean office 
and by 1977 It reported bllllnge of $6.7 million. In addition Its public 

elatlons unit h^d taken an assignment from the Chilean military Junta of Im- 
proving the Junta'a world wide image (15). 

>fultlnational advertising agency billings in Argentina declined precipitously 
from $41.7 million, in. 1970 to $12.6 million in 1975. This decline was, due to 
a number of factors such as the high rate ot inflation in Argentina during 
those years, a series of currency devaluations, an unstable climate for foreign 
investment and legislation passed during the brief Campora government limiting 
the amount of ownership a multinational advertising agency could hold iti 
agencies In Argentina. However the March 1976 coup brought Into a power a 
gover«nent coaimitted to taking strong measures to improve the economic climate 
for foreign Investment (i6). In May 1976, in his first public appearance 
since the March coup. Junta President Jorge Rafael Vldela addressed the 25th 
World Congress of the International Advertising Association being held in 
Buenos Aires* Centering on the need for self-regulation within the advertising 
profeaslon^ he compared the advertising profession to the devblopment of govern* 
BMmtr noting that '^there is n6 democracy without freedom. But without responsi*- 
bllity:, there Is nothing, only disorder and chaos." (1) By 1977 multinational 
agency billings ^lad climbed to $44.^ million. Similarly as In Chile, the Argentine 
govertnent engaged Burson M^irsteller, thef public relations unit of the large 
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multinational advartlsing ngeacy Marsteller Inc., to undertake a world vrldc 

campaign to Itaprove the Image of the governmant (13). 

While it l8 poeaible to get a definite picture of the growth and size of 

r 

American based Ciultlnational advertising agencies In Latin America, It Is more 

difficult to place their activities In the perspective of the total Latin 

American advertising agency business. In roost of the latin American countries 

locally owned and operated advertising agencies, some of them quite large > do 

a fair amount of business. Unfortunately there are no reliable flf,ures re-- 

porting the total amount of advertising agency billings (both multinational 

and local agencies) in any one counitry* A rough comparison however can be 

made based on the agency billings reported in Advert islnf^ Age's annual survey 

of foreign agencies. While these listings are by no means complete, they have 

become in recent years a reliable guide to the largest and most important 

2 

agencies in each country. Overall 1977 Latin Aijierican agency billings, totaled 
$686.8 million* of which multinational agency billings comj^rised $462.7 million 
(67X) and local agency billings $224.1 mlJLl ion (33%).^ In that year total 
lncom«y of all tatin American agencies' amounted to $122.6 million 4t which 
multinational agency income comprised $78 million (64%) and local agency in- 
come $44,6 million (36%). In looking at the figures for tlie four countries 
where the bulk of the multinational agenoy Investment and bpslness is located, 
Argentina, Brazil, Mexico and Venezuela (Table ^) , multinational agencies 
account for more than half the billings and income in each 'Of these four 
countries. Mkiltlnatlonal agency share of billings and income is lowest in 
H^lco (54% and 55% respectively) and highest In Venezuela (94% and 93% 
respectively) . 

While a listing and comparison of billings may give a general idea of 
the degree to vhlch multinational agencies dominate advertising ^n Latin 
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TABLE 2 



MULTIHATIOMAL AND DCHBSTIC AGENCY BaLINGS AND INCOME ARGENTINA 
BRAZIL, MBXitO, AND VENEZUELA, 197-7, (US $000,000)* 



Hultlnationa], 

Agency 

Bllllnf(« 



Argentina BMfil 



H.6 <72X) 239.0 62.5 (54%) 69,8 (9At) 



Dome Stic Agency 

Billing. 17.6 (28X) 131.9 (36%)/ 52.4 (46%) 4.7 (6%) 



Total Ageticy 
Bllll^e 



62.2 (100%) 370.8 aooX) / 115.0 (100%) 74.5/(100%) 



9.3 (55%) /10»7 (93%) 



Multinational 

Agency Income 7.1 (76%) 



Domeatic Agency 

Incom* 2.3 X2A%> / ^ 31. > (42%) 7.6 (45% V 8 (7%) 



Total Agency 
tncoime 



9.3 iioax) /75.4r (100%)* 16.9 (/00%) 11.5 (100%) 




Becauae of rounding," coLomn flg|6r«s do not necessarily totpl. 
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AiMrtca. this «ay« little about the effect of these agenclee on the whole of 
national advertlalng, Bacauae of their high level of creative aophletlcatlon 
and Innovation, multinational agencies more or less set the criteria by which 
all advertising production and services in a country are measured. Not only 
must Latin American national agencies provide the services multinational agen- 
clea provide Such as marketing and audience research » they must also reproduce 
the quality and style of multinational ildvcrtlslng In drder to remain com- 
pktltlve^ Geraldo Alonson In explaining why his agency Norton, one of the 
biggest national Brazilian agencies, was becoming part of International Needham 
Unlvaa noted, "It is Important to establish an International connection with 
an American agency. It's not reasonable for us to keep our position In Braill. 
without knowledge from the U.S." (2) Another very Important way in which , 

-e 

multinational agencies affect national advertising practices Is through their 
dominance of national and regional advertising associations. Often raulti- * 
nationaX agencies are the driving force behind the creatiin of such assocla- - 
tlons and set the criteria for agency accreditation.* Thus the effect of 
multinational M^ndes In Latin America goes far beyond their dominance in 
^ billings. In h very' real sense through the transference of skills, practices 

and outlooks. tK^a^Slhape the style, method and purpose' of all Latin American 
advertising. 

While much of the products advertised by multinational agencies are alned 
y at the relatlvt»ly small upper and middle classes of Latin American countries, 
there has been a great deal of interest in recent years to advertise and 
market goods aimed at lower -lowest income groups who make up the majority of 

t 

the popyilatlon In most Latin American countries* While these sectors live in 
poverty their aggregate disposable income makes them an attractive market for 
low priced goods and appliances. Reviewing a report of the Peruvian Ministry 

ERIC • . 
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of Labor concemli^g the aluraa of the cities of Peru, the Journal of Marketing 
not*d "...established conventl<^l retailers have so far tended to decry the 
«xlatenc6 of such nhanty town>i, or Ignored them altogether, j,Thl8 l8 probably 
a mlatalcA^ because residents of shanty towns have relotively low housing 
costs, they can therefore spend most of their Income on food, home appliances^ 
atVdVextiles. This is exactly what the report shows:' I/ljoia slums are vastly 
ujj^der^tored, ConauftieTe are eagerly waiting f ojTc an o>pQtj:unlty to turn their 
respectable amounts of discretionary income into masa ^toduced and maee dis- 
tributed goods and ser^i^ces." (27) . • 

The introduction of Inj^tallment purchasing in maSniy larger cities of Latin 
America has greatly facilitated the sales of appliane*^, especially televi- 
slons among the large segments of the urban poor, A;,jO|Mirketlng study done In 
^ "Sao Paulo, Brazil showed that 67% of the mai^et com^fted of persons with 
less than $500 annual per capita income and roughly^5% of their purchases of 
appliances and televisions were financed through injsitallment credit (5). 
Packaged food products and soft drinks are other pK^ducts that are heavily 
advertised among the lower Income segments of the jM^jjitilation. American brands 
of soft drinks have replaced domestic brands (which' Wre often of higher nutrl- 
tlonal value), as the moat popular drinks. In Mexle^tk American brands control 
about 75% of the soft drink market with Coca Cola ali^^ve supplying app, A2%. 
In Bi^zll which had a strong domestic soft drink market that was based on the 
country's large Mjange crop, Coca-Cola and Pepsi have '|tready captured 40Z 
of the mairket anfl^esee tremendous future growth (17, ^jp. 113-114). 

Questions about the overall effects of multinational adv^^rtlslng on |^e 
cultures of Latin America are difficult to frame, much less answer,^ One 
co^ld>perhaps envision the creation of an International consU^p^clon community-^ 
{28), consisting of segmftnts of the population, mostly upper and upper middle 

20 ^ v • 



20 



cla»»ee, of each country who regularly consume similar products according, to 
the promptings of simHar advertisements. Members of such communities would 
have more In cotnraon in terms of consumption preferences and cultural perspec- 
tives with similar consumers In other nations than vltli their fellow country- 
people of a different class, thus contributing to a process of national dls- 
Integration. On the other hand one perhaps* could see the effects of the 
activities of multinational agencies as contributing tbward a general process 
of cultural homogenl«atlon (24, 25) that would destro^r a country ' s» capability 
of producing and maintaining viable and meaningful natloUl culture and 'wpuld 
reflect aj country^ incorporation Into the International system of domlna<»ce 



*and -dependence.^ 



. ^ While the overall effects of advertising on national cultures is an Jtssue 
that reqlRres mdch further research and discussion, the role of advertising 
In shaping modem mass communication systems in Latin America, particularly 
broadcasting, is much more clear and defined. Along \lth North American mult 1- 
national corporations both North American ^advertising and broadcasting corpora- 
tions were attracted to the Latin American market. In the 1930'8 both NBC and 
CBS began developing programs for shortwave btioadcasting and local station 
rebroadcaating In Latin America with the hope of creatin| a Latin American 
radio network of affillatejl stations on which time could be sold to major 
North American corporation^ who were doing business in Latin America (6). 
Up until 1939 however FCC regulations prohibited commercial shortwave" broad- 

casting^ and both networks devoted their/ efforts to non-coinmerclal broadcasting 

■ 

of popular American radio programs such as the "Ford Sunday Evening Hour," 
Anerlcan School of the Air," "Calvacade of America," and broadcasts of the 
Nev York Philharmonic, thus building the organizational aspects of a Latin 
ic^n Network plus an audien<i«. In 1939 the FCC changed. Its rules 



problbltlng cocmnerclals «nd both netvorko began to eell time to American ad- 
vertlsera. NBC presented one of the moat sj|icces8ful of these early programs 
In February 1940 when It broadcasted the Joe Louls-Arturo Godoy heavyweight 
fight sponsored by Standard Oil of New Jersey.* | 

However World War H atopped any further development of thla commercial 
broadcasting and the U.S. government gradually came to dominate the programming 
to theae Latin American networks as part of an effo/t to counter Axle propa- 
ganda In South America. This led to government dominance of the International 
airwaves after World War II and most of the International programming eventually 
ended up In th^ hands of Voice of America, The two m^or nKtworka did not 
contest this transition to government dominance after N^e war as It was then 
evident that with the advent of television, most of their effort and capital 
would have to go into developing television broadcasting and programming. In ^ 

i 

the U.S, Nevertheless the efforts of NBC and CBS In trying to organize com- 
mercial networks in Latin America on which pey could sell time to American 
advertisers prefigures similar efforts twenty-flve years later with regards 
to television. 

Although televiaion was developed in Latin America mpstly by local 
initiative and capital, of the major networks it was ABC which took the 
greatest interest by giving technical assistance to many of the new developing 
stations « ABC likewise t»egan early experimentation with Latin American pro-- 

gramming with the production of the show **Hcet the Professor** (in Spanish) » 

-> 

but ran Into conflicts with their custopier stations concerning the nationality 
of ehe projfessol: as each country wanted the professor to be of Its own 
nationality; the ptogram was soon dropped. Also at this time (the early 
1950's) ABC ^tered Into association with private Interests In Mexico for the 
production of soap operas for Mexican television (11, pp. 13- lA). 

2^ 
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Although both NBC and CBS had earlier «xperlence In Latin American troad- 
casting ylth their radio networka, ABC took th« greatest Initiative and action 
In trying, to develop a Latin American networfc of stations. This was primarily 
due to the fficjt that ABC was In the weakest position with regards to U»S. net- 
work television And saw a profitable opportunity In overseas expansion. MBC 
and CBS, along with Time-Life, •'inc . later In the 1960*8 attempted expansion 
Into Latlti American broadc Jlfclng , but this proved to be unprofitable and they 
later withdrew althougn both networks still maintain Interests Ijfi a number of 
production companies* . - 

^ In 1960 ABC Invested in five Central American television stations^ one 

from each of the five Central American countries, •and formed the Central Amerl-- 
can TaleVieion Network (CATVN) . However equity investment was not the main 
thruflit or goal of ABC's efforts as the network was more interested iiSi- con- 
structing a network of closely !^ffiliated stations to \-ihom it could sell its 

/ 

\ / 

own programs. ABC provided fi'hancial support, technical and administrative 
services, personnel training, a program baying system, and also acted as the 
stations sales representative. Advertising sales for CATVN were centralized 
through ABC International with the hop^ of selling advertising time on a bloc 
basis to African companies doing business in Latin America. Later in 1968 
ABC formed the LATINO network which included affiliated stations in Venezuela, 
Ecuador, Uruguay, Argentina, Chile, and Mexico with the same type of centralized 
sales system. ABC thu^ attempted to centralize three essential and profitable 
tasks; program buying, sales* representation, and network planning. The way 
I ' this worked, according to one account was that "'...ABC (could) sell Batman 
to an advertiser and then place Batman aldng with designated commercials in 
any (ABC) Worldvlslon country where the advertlaer wants it to appear.'' 
(30, pg. 3^) In effect ABC was attempting %6 create a centralized world wide 
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advertising network, which conflicted with what iDultlnatlonal aRenclcs wer« 
trying to do. Aa one report in Televlaion (1966) noted ABC's approach 
the reverae of what the agencies are doing. ABC is attempting .to create a 
single world-wide medium tMt an international advertiser can buy In a cen-- 
trallzed way. while advertising agenclee are attemptlnp; ro spread their services 
around to bring them tloaer to the variety of media around the world. Both, 
however, are bankinR on the existence of a sizable group of international 
^ companies with marketing flans that cover large portions of the globe.'' 
(3^, pg. 61) ^ 

In this conflict between ABC's centralized advertising system and the 
multinational agencies decentralized system of advertising, it was the methods 
of the multinationals that finally prevailed as the branch offices were able 
t,o offer more careful y<;onsid^ration and planning In tailoring the ads of their 
.multinational clients to specific markets. Eventually ABC withdrew from the 
function of a centralized sales representative alfhough It is still active In 
program selling and maintains -an interest in a number of prodijctlon companies* 

r 

Although the major networks did not Initiate or totAlly develop Latin American 
radio or television^ they had a significant influence on their development as 
primarily commercial media* It was the profitable opportunity df selling 

American programs to Latin American station^^ and advertising to multinational 
• corporations that prompted American networks in their expansion into Latin 
America; and although their hopes of creating a centralized Latin American 
broadcasting system did not materialize^ their efforts did have a crucial 
effect on the manner In which Latin. American tel^evlslon developed. 

Today advertialng, shaped 8(nd encoutaged by multinational advertising 
agencies Is a very impiortant part of the Latin American communication system. 
It was the demands of advertising, particularly ttfl^^ver rising of multinational 

t 
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corporations that ahaped the commercial devftloproent of television in Lntln 
America. The ov«n4t«.lmln^ majority of Latin American radio and television 
station^, botti prlvato and government o^^med are financed through advertislnft 
.revenue (31). The advanced and sophisticated Latin American multinational 
agenclea aAe the major utilizer© of broadcast advertlalnp,, expendlnR on the 
average of 65X of their advertising budget In 1977 on radio and television 
advertising with »ome agencies as much as 90%. Together with local broadcasting 
station owners and multinational corporate advertisers, multinational agencies 
form a tight and powerful Interest group that make ahy attempt to alter the 
existing structure of the Uitln American mass media in line with more general 
social or cultural goals problematic. 
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Notes 

Ifnlesa othcrvlse Indicated, data on agency hilling aod Income have been 
compiled from Advertlatnft Ajte' a annual survey of domestic and International 
agencies which la reported in the annual Intert^atlonal Agency and Domestic 
Agency Issues o£ A dvertising Age for the years selected. 

In 1972 there were approximately 28,000 advertising agencies In the United 
States. 96X of these agencies reported billings of under $1 million each 
and accounted for 26 J of total billings. Twenty-five agencies, with billinBs 
over $1(^ million each, accounted for ^7X of total billings and almost IQZ 
of total employment (3A, pg. A-16) . 

Excluding Uruguay whose local agencies reported only lnc6me. Furthermore 
such figured do not seero reliable. 

At the 2Jth World Congress of the International Advertising Association (lAA) 
noted above > representatives of Xatln American advertising agencies created 
a Latin American Secretariat within the lAA to assist the development of t\ie 
advertising profession In Latin America. Heading the new Secretariat was 
Maurt> Salles» president of the Brazilian agency Mauro Sall^^s /Inter-Americana 
Publlcldade, a branch of the multinational agency Kenyon and Eckhardt (3). 

As noted by ^allnas (24), mass communication research concerning the questions 
of International communication Imbalances have ^et to successfully address the 
Issues involved In the effects of such lid>alance3 on the national cultures of 
developing countries. For a discussion and tentative formulation of such 
Issues see Salinas (24) » Salinas and Palddn (25), Schiller (26) and Sunkel 
and Puenealida (28). 
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The asaumed effect pt advertising and consumption on mutinp or supplanting 
political or ^Ijplal unrest does not go unnoticed among somo advertising agency 
executives. In Brazil for example^ vherc an authoritarian government has been 
in power since 196A and where 6^4% of the population is under twenty-five, 
Pepsi-Cola, in challenging the dominance of Coca-Cola in the soft drink inarket 
utilii:ed a strategy that would raake consutnption/ a pseudo-political act. The 
Mauro Salles/Inter^rAnerlcana agency, a branch of Kenyon and Eckhardt, wtiich 
handled the Pc^psi account^ adapted the standard "Pepsi Generatibn'' theme, but 
with one significant change: in Brazil it was the "Pepsi Revolution." 
Explained the agency executive who handled the account, "In this country the 
youth don't have protest channels; the present generation dldn*t receive any 
political or social education- It is protest through consumption. The teen-- 
ager changes from the old fashion Coca-Cola and adapts Pepsi, the Pepsi with 
the young and new image, and he is happy, because he is young and young 
people dr*nk Pepsi," (17, pg. 122), 

% . 
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